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Summary 


This  submission  has  been  prepared  in  response  to  a 
request  from  the  Royal  Commission  on  the  Northern  Environment 
asking  that  TEIGA  outline  its  role  and  function  in  the 
area  north  of  the  50th  parallel.  The  submission  also  high¬ 
lights  a  number  of  issues  and  problems  that  TEIGA  perceives 
as  particularly  relevant  to  the  Commission's  deliberations. 

The  North  of  50  area  has  experienced  relatively  little 
development  to  date.  Some  mining  and  forestry  activities 
are  underway  in  the  more  southerly  portions  of  the  area, 
but  beyond  these  activities,  the  region  under  study  has 
remained  much  as  it  was  a  century  ago.  The  area's  population 
level  in  1971  was  approximately  21,000  of  which  well  over 
half  were  status  and  non-status  Indians  and  Metis.*  North 
of  50,  there  are  seven  municipalities.**  These  organized 
municipalities  contain  approximately  fifty  percent  of  the 
area's  population;  the  remaining  residents  live  in  unorganized 
settlements  or  on  Indian  Reserves. 


The  limited  amount  of  development  to  date  does  not  imply 
that  the  North  of  50  area  can  or  should  be  considered  in 
isolation  from  the  rest  of  Ontario.  Indeed,  current  forestry 
and  mining  activities  in  the  area  are  closely  related  to 
the  economic  base  of  a  number  of  northern  communities  lying 
south  of  the  50th  parallel.  This  interdependency  extends 
to  the  rest  of  the  province  as  well,  and  it  is  very  conceivable, 
that  in  the  future,  developments  in  the  North  of  50  area  will 

.  .  .  / 


*  The  1971  census  represents  the  most  recent  finalized  popula¬ 
tion  data  for  the  region.  Work  is  currently  proceeding  on 
tabulating  the  1976  census  material,  and  TEIGA' s  Statistical 
Services  Division  has  the  capacity  to  undertake  detailed 
demographic  analyses  and  forecasts,  as  required. 

**  Six  municipalities  in  the  area  are  municipalities  created 
under  The  Municipal  Act.  In  addition,  the  Moosonee  Area 
Development  Board  is  a  municipal-type  body  that  was  created 
under  special  legislation. 
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have  a  significant  effect  on  the  economic  well-being  of 
Ontario  as  a  whole.  It  is  obvious,  therefore,  that  development 
potentials  and  issues  in  the  remote  north  must  be  examined 
in  light  of  the  total  needs  of  the  province  and  its 
economy . 

The  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  suggests  that  the  Royal  Commission  on  the  Northern 
Environment  view  development  in  the  area  north  of  50  from 
a  positive  perspective,  and  hopes  that  it  will  explore  methods 
for  facilitating  the  area's  future  development  potential  to 
the  benefit  of  the  people  of  the  region  and  the  province  as 
a  whole. 

Among  the  development  issues  that  may  hold  particular 
interest  for  the  Commission  are: 

.  Economic  Prospects  -  Economic  development  in  the 
area  will  be  dependent  on  resource  development,  with 
perhaps  minor  assistance  from  related  manufacturing 
activity  and  some  tourism.  While  the  issues  and 
problems  related  to  the  natural  resource  industry  are 
well  known,  it  might  also  be  pointed  out  that 
reliance  on  these  activities  can  bring  significant 
benefits  to  local  communities  as  well. 

.  Polar  Gas  -  The  case  for  a  natural  gas  pipeline 
through  Northern  Ontario  to  bripg  Arctic  gas  to 
southern  markets  is  expected  to  be  presented  shortly 
by  the  Polar  Gas  consortium.  This  pipeline  could 
involve  major  issues  in  connection  with  native 
claims  and  related  issues. 

.  Development  and  Organization  of  Townsites  -  As  a 
general  policy,  the  province  has  favoured  serving 
new  resource  developments  from  existing  established 
communities,  whenever  practicable.  It  is  recognized, 
however,  that  some  future  developments,  particularly 
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in  the  North  of  50  area,  could  be  too  far  removed 
from  existing  settlements  to  be  adequately  serviced 
by  them.  New  townsites  may  be  required.  In  both 
financial  and  organizational  terms,  the  townsite 
issue  is  a  major  one  in  the  North. 

Disentanglement  of  Federal  and  Provincial 
Responsibilities  - 

An  aim  of  Ontario  is  the  disentanglement  of 
federal  and  provincial  responsibilities  on  many 
fronts,  including  the  delivery  of  services  so  that 
these  may  be  provided  in  the  most  effective  manner. 

The  duplication  or  overlap  of  some  public  services 
by  the  two  levels  of  government  has  had  the  effect 
of  blurring  and  confusing  the  responsibilities  and 
autonomy  of  each  level,  with  a  resulting  loss  in 
responsiveness,  efficiency  and  accountability.  In 
Northern  Ontario  in  general  (as  well  as  North  of  50) , 
a  major  area  where  responsibilities  have  become 
entangled  is  in  the  provision  of  services  to  status 
Indians . 

The  federal  government's  responsibility  for 
services  to  status  Indians  is  firmly  established  in 
the  constitution  and  by  convention.  In  fulfilling 
this  responsibility,  however,  it  may  prove  appropriate 
in  some  instances  for  the  federal  government  to 
purchase  these  services  from  Ontario. 

Impact  of  the  Regulatory  Framework  - 

If  the  development  potential  of  the  North  of  50 
area  is  to  be  fully  realized  for  the  benefit  of  both 
the  residents  of  the  remote  north  and  the  Province, 
then  a  special  focus  must  be  placed  on  the  need  to 
create  an  atmosphere  of  investor  confidence  by 
minimizing  administrative  uncertainty.  That  is,  to 
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enhance  development,  efforts  are  required  to  clarify 
"the  rules  of  the  game"  for  future  investment  in  the 
north. 

The  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  welcomes  this  opportunity  to  present  some  initial 
thoughts  to  the  Commission,  and  looks  forward  to  further 
contact  with  the  Commission  as  its  deliberations  proceed. 


TEIGA  SUBMISSION  TO  THE  ROYAL  COMMISSION 
ON  THE  NORTHERN  ENVIRONMENT 


Introduction  to  the  North  of  50  Area 


The  Terms  of  Reference  for  the  Commission  say  that 
attention  should  be  addressed  to  those  enterprises  and 
undertakings  lying  "north  or  generally  north  of  the  50th 
parallel  of  north  latitude."  This  area  of  Ontario  (often 
referred  to  as  the  "remote  north")  encompasses  a  vast, 
sparsely  populated  expanse  of  land  and  water.  It  has 
experienced  relatively  little  development  to  date. 

The  area  is  inhabited  by  approximately  21,000  persons 
(1971  census),  most  of  whom  are  registered  Indians,  non¬ 
status  Indians  and  Metis.  This  population  is  concentrated 
mainly  in  widely  scattered  villages  or  settlements  along 
the  Hudson  and  James  Bay  coasts  and  on  larger  inland  lakes 
and  rivers.  (There  are  seven  organized  municipalities  in 
the  area.)  Ground  access  to  the  region  from  centres  in  the 
mid-North  is  provided  by  the  Ontario  Northland  Railway  to 
Moosonee,  Highway  599  to  Pickle  Lake  and  Highway  105  to 
Red  Lake.  Access  by  air  is  more  comprehensive  and  a  vital 
link  to  most  remote  communities. 

In  general  terms,  the  physical  environment  of  the 
remote  north  is  harsh.  In  addition,  the  combination  of 
such  factors  as  slower  rate  of  vegetation  growth,  extreme 
climatic  conditions  and  permafrost  have  resulted  in  a 
sensitive  ecological  balance  that  may  be  less  adaptable 
to  change  than  areas  further  to  the  south. 

/ 

Forestry  is  under  way  to  some  extent,  with  licenses 
in  the  North  of  50  area  (mainly  in  Kenora  district) 
contributing  some  11  per  cent  of  the  annual  provincial 


' 


2 


allowable  cut.  In  addition,  four  mineral  producing  centres 
(Red  Lake  -  gold;  Bruce  Lake  -  iron;  Confederation  Lake  - 
base  metals;  and  Pickle  Lake  -  copper)  are  currently  active 
in  the  area.  But  beyond  these  activities,  the  North  of  50 
area  has  remained  much  as  it  was  a  century  ago. 

This  limited  development  does  not  imply  that  the  North 
of  50  area  can  or  should  be  considered  in  isolation  from 
the  rest  of  Ontario.  Indeed,  current  forestry  and  mining 
activities  in  the  area  are  closely  related  to  the  economic 
base  of  a  number  of  northern  communities  lying  south  of  the 
50th  parallel.  This  interdependency  extends  to  the  rest 
of  the  province  as  well,  and  it  is  very  conceivable,  that 
in  the  future,  developments  in  the  North  of  50  area  will 
have  a  significant  effect  on  the  economic  well-being  of 
Ontario  as  a  whole.  It  is  obvious,  therefore,  that 
development  potentials  and  issues  in  the  remote  north  must 
be  examined  in  light  of  the  total  needs  of  the  province  and 
its  economy. 

The  Ministry  of  Treasury,  Economics  and  Intergovernmental 
Affairs  suggests  that  the  Royal  Commission  on  the  Northern 
Environment  view  development  in  the  area  north  of  50  from 
a  positive  perspective,  and  hopes  that  it  will  explore 
methods  for  facilitating  the  area's  future  development 
potential  to  the  benefit  of  the  people  of  the  region  and 
the  province  as  a  whole. 

The  following  sections  of  this  submission  provide 
background  on  the  Ministry  and  its  activities  relevant  to 
the  Commission's  study  area.  Commentary  is  also  provided 
on  a  variety  of  issues  that  this  Ministry  feels  will  be 
significant  to  the  Commission's  deliberations.  An  appendix 
containing  related  background  material  is  also  attached 
to  this  submission. 
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II .  Ministry  Responsibilities 

The  Ministry  of  Treasury,  Economics  and  Intergovern¬ 
mental  Affairs  resulted  from  a  union  in  1972  of  the  then 
Departments  of  Municipal  Affairs  and  Treasury  and  Economics. 

The  basic  objective  was  to  provide  for  coordinated  economic  and 
fiscal  planning  as  it  related  to  provincial  matters  as  well  as 
the  federal  and  local  levels  of  government.  Accordingly, 
the  Ministry  was  given  direct  operational  responsibilities 
in  the  areas  of  fiscal  planning  and  cash  management  and 
coordinating  responsibility  for  provincial-local  and 
federal-provincial  relations ,  particularly  in  questions 
dealing  with  organization  and  finance.  It  was  also  given 
broad  responsibilities  in  the  area  of  economic  policy 
development,  which  included  the  development  of  regional 
strategies,  and,  in  conjunction  with  other  Ministries  and 
the  Policy  Fields,  general  development  of  economic  policies. 

The  basic  responsibilities  of  the  Ministry  have 
remained  substantially  unchanged  since  its  creation. 

However,  some  areas  such  as  community  planning  and  imple¬ 
mentation  of  certain  projects  have  been  transferred  to  other 
areas  of  the  government.  In  more  specific  terms,  the 
Ministry  has  six  areas  of  operational  responsibility 
(in  addition  to  internal  administration) ,  each  administered 
by  a  division  within  the  Ministry. 

1*  Fiscal  policy:  This  includes  the  coordination 

of  the  preparation  of  the  provincial  budget,  and, 
in  particular,  the  financing  of  the  province's 
expenditure  plan.  The  second  major  responsibility 
in  this  area  includes  provincial-local  and  federal- 
provincial  finance.  These  responsibilities  are 
administered  by  the  Fiscal  Policy  Division. 

Cash  Management,  Provincial  Borrowing  and 
Accounting :  This  includes  management  of  provincial 

cash  reserves,  borrowing,  investment  and  monitoring 
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of  accounting  policy  for  all  government 
ministries  (Treasury  Division) . 

3.  Economic  Policy  and  Regional  Development:  This 
includes  the  development  of  broad  economic  and 
regional  policies  for  the  province  and  the  develop 
ment  of  strategies  for  specific  regions.  It  also 
includes ,  in  conjunction  with  other  ministries  and 
the  Policy  Fields,  the  development  of  sectoral 
economic  policies  (Office  of  Economic  Policy) . 

4.  Local  Government:  This  covers  policy  with  respect 
to  the  organization  and  functions  of  local 
governments,  and  services  to  and  liaison  with 
local  governments  through  field  offices  and  the 
Municipal  Liaison  Committee  (Local  Government 
Division) . 

5.  Federal-Provincial  Affairs:  This  includes  the 
responsibility  for  monitoring  federal-provincial 
activities  across  all  ministries  and  advising  on 
constitutional  issues  as  well  as  other  federal- 
provincial  and  interprovincial  policies 
(Intergovernmental  Relations  Division) . 

6.  Provincial  Statistics:  The  Statistical  Services 
Division  is  the  central  provincial  agency  for  the 
collection  and  organization  of  provincial  statistics 
and  liaison  with  Statistics  Canada. 

The  chart  in  the  appendix  to  this  submission  details 
the  organizational  structure  of  the  Ministry. 

Given  its  mandate,  the  Ministry  has  involvement  with 
the  remote  north  —  in  policy  development;  policy  coordination; 
and  aspects  of  program  delivery  (through  its  relationship 
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with  local  government).  From  this  perspective,  this 
submission  identifies  a  number  of  issues  that  may  hold 
particular  interest  for  the  Commission.  These  are 
discussed  in  a  following  section. 

Ill .  A  Note  on  Design  for  Development 

Before  moving  to  a  discussion  of  these  issues,  it 
may  be  appropriate  to  focus  briefly  on  the  Ontario 
Government's  Design  for  Development  program.  This  program, 
which  relates  both  to  regional  development  and  local 
government  reform,  was  initiated  in  the  late  1960's.1 
In  general  terms  the  Design  for  Development  concept  has 
provided  a  framework  for  regional  and  economic  development 
in  the  province  as  a  whole,  with  particular  emphasis  on 
the  five  economic  regions  of  Ontario,  and  a  framework  for 
the  restructuring  of  local  government  in  certain  areas  of 
the  province.  It  is  beyond  the  scope  of  this  document  to 
outline,  in  detail,  the  history  and  current  status  of  this 
program.  Indeed,  it  is  somewhat  misleading  to  think  of 
Design  for  Development  as  "a  program".  Rather,  it  is  a 
series  of  concepts  and  initiatives  which  have  helped  to 
guide  provincial  and  local  development  over  the  past  decade 

In  the  case  of  the  North,  the  program  has  been 
concentrated  generally  on  the  creation  of  economic  and 
social  development  strategies  for  Northwestern  and 
Northeastern  Ontario.  It  should  be  noted  that  the  focus 
of  concentration  has  been  on  the  more  developed  regions 
of  the  North,  those  areas  generally  lying  south  of  the 
50th  parallel.  A  detailed  strategy  for  the  Northwest  was 
published  in  1970  and  affirmed  as  government  policy  in  1971 


For  further  background,  see  the  following  statements  tabled  in  the  Ontario 
Legislature  on  the  dates  shown:  Design  for  Development  (April  5,  1966)  , 
Design  for  Development,  Phase  2  (Nov.  28,  1968) . 

t 

'See  Design  for  Development:  Northwestern  Ontario,  Phase  2  -  Policy 
Recommendations  (October  13,  1970)  ,  and  Design  for  Development:  A  Policy 
Statement  on  the  Northwestern  Ontario  Region  (August,  1971) . 
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Over  the  following  six  years  a  number  of  elements  of  this 

strategy  were  implemented  primarily  through  the  development 

and  operation  of  the  Regional  Priority  Budget.  The  record 

.3 

in  this  regard  has  been  documented  in  a  recent  publication. 
Currently  the  strategy  for  Northwestern  Ontario  is  subject 
to  an  extensive  review  and  updating  in  conjunction  with  all 
Ontario  ministries  and  the  Northwestern  Municipal  Advisory 
Committee.  It  is  anticipated  that  the  new  draft  strategy 
will  be  published  by  the  end  of  this  year. 

In  Northeastern  Ontario,  two  documents  have  been 

4 

published  under  the  Design  for  Development  framework. 

Both  of  these  were  more  general  in  nature  than  those  developed 
for  Northwestern  Ontario,  and  contained  fewer  specific 
development  proposals.  The  most  recent  document  has  been 
subjected  to  review  by  a  provincial  task  force  which  will 
be  reporting  to  the  Advisory  Committee  on  Regional 
Development.  It  might  also  be  noted  that  the  Northeastern 
Ontario  has  been  cited  for  increased  attention  (along  with 
Eastern  Ontario)  under  the  province's  Regional  Priority 
Budget.5 

Finally,  it  might  be  noted  that  responsibility  for  the 
northern  part  of  the  Regional  Priority  Budget  has  recently 
been  transferred  to  the  Ministry  of  Northern  Affairs,  along 
with  responsibility  for  the  northern  Municipal  Advisory 
Committees . 


Design  for  Development;  Northwestern  Ontario:  Initiatives  and  Achievements 

(September  1977) ,  attached  as  an  appendix  to  this  submission. 

4 

See  Design  for  Development:  Northeastern  Ontario  Region,  Phase  1;  Analysis 

(January,  1971)  and  Design  for  Development:  Northeastern  Ontario  Proposed 
Strategy,  (March,  1976) . 

^See  Statement  to  the  Legislature  by  the  Honourable  W.  Darcy  McKeough  on 
Tabling  the  Ontario  Regional  Priority  Budget:  1977-78  (December  15,  1976). 
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IV.  Development  Issues 

1 .  Prospects  for  Industrial  Diversification 

Although  it  is  recognized  that  the  determination 
of  even  the  natural  resource  development  potential  of 
the  remote  north  is  only  in  its  infancy,  it  may  be 
appropriate  to  present  a  realistic  assessment  of  the 
industrial  diversification  potential  of  the 
Commission’s  study  area. 

Given  an  expected  slower  rate  of  new  plant  construct¬ 
ion  in  the  next  two  decades  for  the  province  as  a  whole, 
it  is  clear  that  for  the  area  north  of  50,  the  prospects 
for  any  significant  manufacturing  activity  lie  far  in 
the  future.  Economic  development  in  this  area  will 
clearly  be  dependent  on  resource  development,  with  minor 
potential  assistance  from  tourist  activity. 

The  current  round  of  multilaterial  trade  negotiations 
under  way  in  Geneva  is,  like  previous  rounds,  aimed  at 
a  further  liberalization  of  international  trade.  While 
it  is  difficult  to  predict  the  final  outcome  of  these 
negotiations.  Northern  Ontario's  orientation  to  the 
resources  sector  could  lead  to  gains  in  income  and 
possibly  employment  with  foreign  tariff  reductions. 

For  the  area  north  of  50,  it  should  be  clear  that  the 
GATT  will  have  a  marginally  positive  impact  on  the 
prospects  of  resource  extractive  industries,  but  could 
lessen  the  already  limited  prospects  for  major  gains  in 
secondary  manufacturing,  particularly  in  activities 
which  are  unrelated  to  the  resource  base. 

It  is  useful  to  highlight  some  of  the  implications 
of  a  local  economy  founded  almost  entirely  on  resource 
development  since  they  represent  the  longer  term 
problems  facing  the  northern  economy.  The  major 
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implications  are  - 

Exposure  to  Cyclical  Instability: 

The  economic  performance  of  the  primary 
sector  is  volatile,  reflecting  the  sensitivity 
to  world  markets.  Recent  weaknesses  in  nickel 
metal  markets  highlight  the  vulnerability  of 
resource-based  employment  to  shifts  in  international 
supply  and  demand  conditions. 

.  Capital  Requirements  and  Job  Creation: 

Resource  related  development  is  subject  to 
increasing  scale  requirements.  Indeed,  capital 
requirements,  expressed  in  terms  of  the  cost  per 
job  highlight  the  enormous  costs  of  creating 
employmnet,  particularly  in  primary  mining 
activities.  A  recent  survey  of  Northern  Ontario 
resource  firms  indicated  that  the  private  sector 
capital  outlay  required  to  generate  one  new 
position  in  the  primary  metals  industry  would 
amount  to  over  one-quarter  million  dollars,  while 
the  average  expenditure  per  job  in  pulp  and  paper 
operations  would  exceed  $300,000.  These  compare 
with  an  estimated  capital  outlay  of  $75,000  for  a 
new  manufacturing  job. 

Occupational  Variety: 

The  inevitable  capital  intensive  nature  of 
resource-related  economic  development  will  tend 
to  limit  the  growth  in  direct  employment.  Moreover, 
the  tendency  of  such  development  to  divide  the 
labour  force  into  well  paid  highly  skilled  (often 
imported)  personnel  and  unskilled,  underemployed 
groups  would  have  the  danger  of  being  perpetuated 
unless  specific  efforts  were  directed  at  ensuring 
training  and  job  availability  for  local  residents. 
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.  Exposure  to  Energy  Supply  and  Cost  Problems: 

A  distinct  characteristic  of  resource  industries 
is  their  energy  intensity.  Pulp  and  paper,  sawmill, 
and  smelting  and  refining  operations  require  huge 
amounts  of  fuel  oil,  gasoline,  coal,  natural  gas 
and  electricity  per  worker  for  their  viability.  In 
some  instances,  the  industries  use  up  to  50  times 
more  energy  per  worker  than  the  average  manufacturing 
worker  in  Ontario.  The  provision  of  energy  in  large 
quantities  to  the  North  would  therefore  require 
extensive  investments  in  transmission  and  pipeline 
facilities . 

.  Environmental  Impact: 

In  the  past,  development  in  some  cases  took  place 
without  a  knowledge  and  an  appreciation  of  environ¬ 
mental  consequences.  Today,  however,  standards  have 
been  developed  to  protect  the  environment  and  it  is 
recognized  that  protective  measures  are  required  to 
ensure  the  long  term  availability  of  Ontario's 
renewable  and  scarce  resources.  At  the  same  time, 
though,  it  must  be  recognized  that  environmental 
control  costs  could  deter  expansion  of  industry  and 
jobs  in  the  province  and  the  North.  Future  regulations 
must  be  framed  with  this  trade-off  in  mind. 

While  these  issues  and  problems  related  to  the  natural 
resource  industry  are  well  known,  it  might  also  be  pointed 
out  that  reliance  on  natural  resource  industries  can  bring 
significant  local  benefits  as  well.  First,  the  industries 
tend  to  pay  relatively  higher  wages,  better  than  the  average 
wages  for  the  services  or  manufacturing  sector.  Second, 
while  employment  can  be  subject  to  cyclical  instability, 
employment,  over  the  longer  term,  has  demonstrated  relatively 
stable  patterns.  Too  often  the  manufacturing  sector  is  viewed 
as  the  epitomy  of  employment  stability  when  in  fact, 
it  may  be  the  small  and  medium  sized 


For  details  on  energy  utilization  by  industry,  see  Consumption  of  Fuel  and 
Electricity  by  Ontario  Manufacturing  Industries  (Ministry  of  Treasury, 

Economics  and  Intergovernmental  Affairs;  August  1977) . 
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manufacturing  operations  that  are  subject  to  much  higher 
risks  in  terms  of  long  run  employment  prospects.  The  fact 
is  that  as  long  as  Ontario's  natural  resource  industries 
can  remain  reasonably  competitive,  demand  will  continue 
for  its  products.  On  the  other  hand,  some  manufacturing 
operations  can  be  permanently  crippled  by  factors  such  as 
rapid  changes  in  consumer  preferences,  technological 
obsolescense,  tariff  shifts,  changes  in  the  value  of 
currencies  and  foreign  and  domestic  competition.  These 
facts  have  been  all  too  vividly  demonstrated  in  the  last 
year  or  so  in  Southern  Ontario  where  a  significant  number 
of  communities  have  been  hard  hit  by  plant  layoffs  and 
closures . 

2.  Polar  Gas 


The  National  Energy  Board  will  soon  be  examining 
closely  the  prospects  of  moving  natural  gas  from  polar 
regions  by  tanker  or  by  pipeline.  The  question  of  the 
pipeline  proposal  presents  a  particularly  relevant 
example  of  the  inter-dependency  between  the  North  of 
50  area  and  the  province  as  a  whole.  The  case  for  a 
pipeline  through  Northern  Ontario  is  expected  to  be 
presented  shortly  by  the  Polar  Gas  consortium  to  the 
NEB.  Various  routes  proposed  would  pass  through  the 
North  of  50  area  and  this  could  involve  major  issues 
in  connection  with  native  claims  and  benefits.  It 
is  suggested  that  the  Commission  will  provide  important 
inputs  into  the  process  of  resolving  some  of  these 
issues  and,  in  fact,  this  could  be  one  of  the  central 
activities  of  the  Royal  Commission. 

At  this  stage  it  appears  that  without  natural  gas 
supplies  from  the  high  Arctic,  Ontario  markets  would 
experience  increasing  tightness  by  the  late  1980's. 
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3.  Provincial  Revenues  from  Resource  Activities 


Given  that  the  backbone  of  future  economic 
development  in  the  North  of  50  area  is  seen  as  the 
mining-  and  forestry-related,  the  Commission  may  be 
interested  in  the  provincial  tax  regime  under  which 
these  activities  operate.  In  addition  to  regular 
corporation  taxes,  forestry  and  mining  operations 
face  special  provisions. 

In  forestry,  private  companies  are  given  licenses 
to  harvest  the  timber  from  Crown  land  at  a  price. 

Briefly,  the  charge  for  the  timber  is  composed  of  a 
tenure  charge  on  the  productive  land  under  license, 
plus  a  stumpage  charge,  primarily  a  schedule  of  charges 
based  on  species,  quality  and  quantity  of  wood  cut. 

In  turn,  the  province  assumes  the  primary  responsibility 
for  managing  and  protecting  the  forest.  In  the  past 
the  above  charges  were  set  on  a  more  or  less  "ad  hoc" 
basis  and,  once  set,  these  rates  tended  to  remain  in  for 
many  years  without  revision. 

The  Government  intends  to  introduce  amendments  to 
the  Crown  Timber  Act  in  the  near  future  which  will 
change  the  system  of  levying  Crown  charges.  The  new 
system  will  be  designed  with  two  question  in  mind: 

1.  What  is  an  appropriate  level  of  charge 
for  the  use  of  Crown  timber,  and 

2.  What  is  the  fairest  and  most  efficient 
method  of  collecting  such  timber  revenue. 

One  of  the  innovations  the  new  system  will  introduce 
is  that  the  rates  will  fluctuate  in  phase  with  the 
cyclical  nature  of  the  forest  based  industry.  Therefore, 
while  the  Crown  charges  will  be  less  onerous  for  the 


' 
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industry  in  a  down  phase,  in  the  long  run  an  adequate 
level  of  revenue  is  assured  the  province.  These 
revenues  will  assist  the  province  in  financing  a  level 
of  forest  management  that  will  provide  the  timber  for 
the  future. 

The  Ontario  Mining  Tax  system,  as  revised  in  1974, 
already  recognizes  the  cyclical  nature  of  the  industry* 
Being  profit-based  and  with  graduated  rates,  it  was 
specifically  designed  to  be  responsive  to  fluctuations 
in  industry  profits.  This  was  extremely  helpful  during 
the  depressed  1975  and  1976  years  and  enabled  companies 
to  maintain  production  and  employment  at  high  levels. 
Moreover,  the  mining  profits  tax  has  the  advantage  that 
it  takes  into  account  the  expenses  of  extracting  the 
ore  and,  consequently  it  does  not  discourage  the  mining 
of  low-grade  ore. 

Ontario's  new  mining  tax  system  provides  substantial 
incentive  for  the  further  processing  of  ore  in  Northern 
Ontario  and  encourages  the  establishment  of  secondary 
industry  in  the  North.  The  processing  allowance  system 
was  substantially  revised  and  now  provides  a  much  higher 
write-off  for  refining  facilities  constructed  in 
Northern  Ontario  than  in  the  rest  of  Canada  (including 
Southern  Ontario).  In  addition,  a  new  write-off  category 
was  set  up  for  semi-fabricating  facilities  constructed 
in  Northern  Ontario  only.  No  such  allowance  exists  for 
facilities  constructed  anywhere  else. 

Also,  Ontario's  mining  tax  and  corporate  tax  systems, 
in  combination  with  the  federal  tax  system,  provide 
significant  incentive  for  mineral  exploration.  This 
major  encouragement  to  explore  should  have  a  strong 
impact  on  opening  up  the  mineral  resources  of  the  North 
of  50  area. 
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The  Province  recognizes  the  need  to  continually 
review  its  resource  tax  policies  in  light  of  changing 
market  conditions  and  international  competitive 
pressures.  Consequently,  TEIGA,  in  conjunction  with 
the  Ministry  of  Natural  Resources,  is  currently 
examining  the  structure  of  the  Mining  Tax  Act. 

4  .  Local  Government  Organization 

The  Ministry  of  Treasury,  Economics  and  Intergovern¬ 
mental  Affairs  is  the  Ministry  responsible  for  local 
government.  As  an  appendix  to  this  submission,  a  note 
describing  current  government  organization  in  the  North 
of  50  area  has  been  prepared.  In  recent  years,  considerable 
attention  has  been  paid  to  local  government  services  in 
Northern  Ontario  in  general,  and  the  remote  north  in 
particular.7  This  attention  has  focused  on  several  key 
issues . 

In  some  areas  of  the  North,  a  number  of  municipa¬ 
lities  are  adjacent  (e.g.  Kenora  area;  Dryden  area; 
and  Red  Lake  area) .  In  addition,  they  are  surrounded 
by  unorganized  territory,  some  of  which  is  developed. 

This  situation  can  produce  problems  in  local  service 
delivery,  the  implementation  of  joint  plans,  and  the 
setting  of  overall  local  priorities.  It  may  also 
encourage  unnecessary  competition  between  municipalities 
and  complicate  the  resolution  of  common  problems. 

Local  discussions  concerning  boundary  changes 
have  gone  on  in  the  past  several  years  in;  (i)  the  Red 
Lake-Ear  Falls  area,  regarding  Madsen  and  the  area 
between  Ear  Falls  and  Red  Lake;  (ii)  the  Moosonee  area, 
regarding  Moose  Factory;  and  (iii)  around  Sioux  Lookout, 
where  several  small  annexations  have  recently  been 
approved  by  the  Ontario  Municipal  Board. 


'For  a  more  complete  discussion  of  these  matters  see  Proposals  for  Improving 
Opportunities  for  Local  Government  Services  in  Northern  Ontario:  Background 

Pacer  (November  1976)  and  a  separate  note  providing  information  on  local 
government  North  of  50,  both  of  which  are  attached  as  appendices  to  this 
submission. 
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The  province  is  willing  to  undertake  local 
government  studies  in  the  North  where  local  councils 
request  them.  Studies  are  under  way  in  the  Kenora 
area,  Geraldton,  and  in  the  Hearst  to  Smooth  Rock  Falls 
corridor  (all  just  south  of  50°).  The  Red  Lake-Ear 
Falls-Balmertown  area  might  benefit  from  such  a  study, 
but  preliminary  discussions  have  not  produced  local 
agreement  for  such  an  analysis. 

Since  the  early  1970's  there  has  been  considerable 
study  of  the  need  for  municipal-type  organization  of 
presently  unorganized  small  communities.  A  bill 
introduced  in  the  legislature  in  1974  (Bill  102) 
proposing  "community  councils"  received  first  reading 
only  and  was  discussed  at  many  public  meetings  in 
1974-75.  In  the  end,  neither  the  communities  nor  the 
Government  supported  the  proposal  sufficiently  to  merit 
its  implementation  and  the  Bill  died  on  the  Order  Paper. 

Accordingly,  small  communities  (roughly  those  under 
1,000  people)  are  discouraged  from  seeking  full  municipal 
incorporation,  except  in  a  case  such  as  Pickle  Lake 
where  expansion  occurred  and  local  control  of  services 
was  desirable.  It  was  concluded  that  full  municipal 
incorporation  would  be  too  elaborate  for  very  small 
populations . 

The  Isolated  Communities  Assistance  Fund  (ICAF) 
was  established  in  early  1977  to  provide  fire  protection 
and  water  services  to  unorganized  communities  —  the 
two  municipal-type  essential  services  not  available 
through  local  boards  or  existing  provincial  programs. 

This  Fund  is  administered  by  the  Ministry  of  Northern 
Affairs.  Many  communities  north  of  50°  (excluding 
Indian  Bands  and  Indian  Settlements)  are  considered 
eligible  under  the  ICAF  criteria. 
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5 .  Northern  Development  and  Municipal  Finance 

As  noted  above,  at  present  there  are  only  seven 
organized  municipalities  north  of  the  50th  parallel. 

The  extent  of  municipal  finance  issues  in  the  Commission's 
study  area  is  thus  restricted,  although  the  few  organized 
communities  that  are  in  existence  in  the  area  reflect 
the  issues  that  are  generic  to  nearly  all  northern 
resource-base  municipalities. 

The  issues  most  often  raised  by  people  from 
Northern  Ontario  regarding  municipal  finance  centre 
on  the  availability  and  cost  of  certain  public  services 
that  are  usually  provided  by  municipalities.  They  argue 
that  because  of  the  high  cost  of  construction  and 
maintenance  in  the  North,  it  is  virtually  impossible 
to  provide  the  same  range  of  services  as  similar 
communities  in  Southern  Ontario  at  comparable  property 
taxes  levels.  At  the  same  time,  they  argue  that  because 
of  their  isolation,  many  relatively  small  communities 
generally  should  have  a  broader  range  of  municipal 
services  than  comparable  municipalities  in  Southern 
Ontario . 

A  related  issue  for  Northern  Ontario  municipalities 
has  been  their  inability  to  finance  their  own  services 
using  methods  generally  available  to  municipalities 
in  the  South*,  namely,  the  availability  of  funds  for 
long-term  borrowing  and  the  nature  of  the  tax  base  for 
municipalities.  In  some  cases,  lenders  are  simply 
unwilling  to  make  long-term  loans  in  the  North.  Much 
of  the  real  property  owned  by  industries  in  the  North 
is  not  taxable  by  the  municipalities  thus  giving  them 
a  lower  tax  base  compared  to  southern  municipalities. 


*— 
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The  relationship  between  the  availability  of 
services,  including  the  cost  to  users  or  property 
taxpayers,  and  development  is  well  known;  the  lack  of 
services  or  their  high  cost  makes  it  difficult  for  such 
communities  to  attract  and  retain  people  even  when  jobs 
are  available.  In  brief,  the  issues  concerning 
municipal  finance  can  be  reduced  to  who  should  pay  for 
various  services  northern  municipalities  require. 

Generally  there  are  different  opinions  about  the 
distribution  of  these  costs  among  the  residents  of 
Northern  Ontario,  their  industries,  businesses  and 
the  senior  levels  of  government,  particularly  the 
province . 

TEIGA  plays  a  role  in  municipal  finance  in  the 
North  of  50  area.  The  Ministry  develops  policies  and 
makes  payments  under  a  number  of  grant  programs,  and 
some  of  these  contain  special  provisions  in  recognition 
of  the  unique  needs  of  northern  municipalities.8 

The  Ministry  is  also  responsible  for  a  comprehensive 
property  tax  reform  program  which  may  affect  who  pays 
and  how  much  for  various  municipal  services  in  Northern 
Ontario.  Also,  a  provincial-municipal  committee  reviewing 
all  provincial  grants  or  transfers  to  local  government 
with  TEIGA  as  the  lead  Ministry,  has  just  tabled  a  report 
containing  recommendations  for  many  changes  to  the 
present  grant  structure. 


8 

For  details  see  the  TEIGA  publication  Provincial  Assistance 
to  Municipalities,  Boards  and  Commissions  (July,  1977)  attached 
as  an  appendix  to  this  submission. 
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6 .  Priority  Spending  in  the  North  of  50  Area 

Partly  in  recognition  of  the  particular  community 
infrastructure  financing  difficulties  in  the  remote 
north,  the  Regional  Priority  Budget  was  introduced  in 
1973.  This  Budget  provides  financing  for  projects  with 
a  high  regional  significance  or  urgency,  over  and  above 
the  normal  ministerial  budgets. 

Over  the  past  five  years  (including  the  1977-78 
proposals)  over  $20  million  has  been  allocated  to 
projects  directly  affecting  the  residents  of  the  North 

9 

of  50  area.  Some  of  these  projects  have  been  jointly 
funded  by  the  federal  Department  of  Regional  Economic 
Expansion.  Included  have  been:  transportation 
improvements  (e.g.  Highway  599  construction;  remote 
airstrip  construction)  resource  inventories  and 
management  projects;  remote  community  electrification 
programs;  water  and  sewer  developments  (e.g.  Ear  Falls; 
Red  Lake;  Attawapiskat) ;  and  innovative  social  programs 
such  as  life  skills  training  courses. 

As  noted  earlier,  the  Ministry  of  Northern  Affairs 
is  now  responsible  for  the  northern  component  of  the 
Regional  Priority  Budget.  The  Ontario  Treasury  will 
continue  to  be  responsible  for  coordinating  activities 
with  the  federal  Department  of  Regional  Economic 
Expansion;  thus,  all  three  groups  will  be  working 
together  to  develop  regional  expenditure  priorities. 
While  it  is  impossible  at  this  stage  to  be  completely 

specific  about  the  nature  of  future  programs,  some  new 
initiatives  are  actively  under  consideration  at  the 
moment.  These  include  program  options  geared  to  the 
priorities  of  forest  regeneration,  northern  lifestyle, 
mining  and  tourist  development. 

9 

For  a  more  complete  description  of  the  Budget,  see  Investing 
in  Our  Future:  Ontario's  Regional  Priority  Budget  1973-1978, 

attached  as  an  appendix  to  this  submission. 
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7 .  Development  and  Organization  of  Townsites 

Many  of  the  issues  noted  earlier  in  the  discussion 
of  municipal  organization  and  finance  are  highlighted 
when  one  examines  new  townsites.  As  a  general • policy , 
the  province  has  favoured  serving  new  resource  develop¬ 
ments  from  existing  established  communities,  whenever 
practicable.  It  is  recognized,  however,  that  some 
future  developments,  particularly  in  the  North  of  50 
area,  could  be  too  far  removed  from  existing  settlements 
to  be  adequately  serviced  by  them.  New  townsites  may 
be  required. 

In  both  financial  and  organizational  terms,  the 
townsite  issue  is  a  major  one  in  the  North.  In  the 
past,  new  resource-based  operations,  including  mines, 
woodland  operations  and  mills,  have  been  developed  at 
considerable  distances  from  existing  permanent 
communities.  In  each  case,  different  programs  and 
arrangements  have  been  developed  on  such  issues  as 
cost-sharing  with  companies,  commuting  arrangements, 
and  housing.  This  flexibility  is  likely  to  continue. 

Another  important  issue  involves  the  type  and 
future  provision  of  municipal  services  in  older 
unorganized  townsites  whose  resource  base  is  depleted. 
Many  of  the  present  unorganized  communities  North  of 
50  are  places  whose  major  employer  —  railway,  mine, 
mill,  defence  —  is  no  longer  present  but  whose 
residents  are  not  willing  or  able  to  relocate  elsewhere. 
Thus,  the  question  of  northern  lifestyle  and  the  role 
of  townsites  could  be  a  topic  of  major  interest  for 
the  Commission. 


The  Effects  of  Future  Technological  Change 


When  examining  the  settlement  implications  of 
future  development  North  of  50,  the  potential  influence 
of  changing  technology  should  be  kept  in  mind.  Future 
technological  breakthroughs  in  housing  and  community 
design,  and  in  transportation  systems  and  their  resultant 
commuting  arrangements  could  drastically  alter  the  issues 
relating  to  resource  townsites. 

Moreover,  changing  technology  could  alter  the 
basic  economics  of  the  resource  base  itself.  New 
processes  could  render  some  present  commodities  less 
valuable,  could  make  present  marginal  resources 
economic,  and  could  yield  markets  for  products  yet  to 
be  discovered  in  the  remote  north. 

The  fundamental  implication  of  this  changing 
technological  state  is  that  development  policies  and 
processes  must  be  flexible  and  adaptable  to  constant 
adjustment.  This  need  for  flexibility  must  be  balanced 
with  the  need  to  create  an  atmosphere  of  investor 
confidence  through  minimizing  administrative  and 
regulatory  uncertainty.  Governmental  administration 
relating  to  the  North  of  50  area,  and  the  province  as 
a  whole,  must  be  better  streamlined. 

The  Disentanglement  of  Federal  and  Provincial 

Responsibilities 

A  key  aspect  of  ensuring  efficient  and  effective 
governmental  activities  relates  to  the  clarification 
of  jurisdictional  responsibilities. 
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An  aim  of  Ontario  is  the  disentanglement  of 
federal  and  provincial  responsibilities  on  many 
fronts  including  the  delivery  of  services  in  the 
remote  north  so  that  these  services  may  be  provided 
in  the  most  effective  manner.  The  duplication  or 
overlap  of  some  public  services  by  the  two  levels  of 
government  has  had  the  effect  of  blurring  and  confusing 
the  responsibilities  and  autonomy  of  each  level,  with 
a  resulting  loss  in  responsiveness,  efficiency  and 
accountability.  The  purpose  of  disentanglement  is 
to  enable  a  distinction  between  and  separation  of  the 
roles  and  responsibilities  of  the  two  levels  of 
government  so  that  each  can  carry  them  out  sensitively 
and  economically. 

In  Northern  Ontario  in  general  (as  well  as  North 
of  50) ,  a  major  area  where  responsibilities  have  become 
entangled  is  in  the  provision  of  services  to  status 
Indians.  Often  where  provincial  assistance  to  status 
Indians  has  been  made  available,  the  federal  provision 
of  such  services  has  been  correspondingly  reduced  and 
the  Province  has  been  left  to  fill  the  gap.  As  a 
result,  the  distinction  between  the  federal  responsi¬ 
bility  for  services  to  status  Indians  and  the  Province's 
responsibility  for  services  to  non-status  Indians  and 
Metis  has  become  confused.  For  example,  at  present 
the  federal  government  pays  100  per  cent  of  the  cost 
of  homes  for  the  aged  on  Reserves,  the  provincial 
government  pays  100  per  cent  of  cost  of  OHIP  premium 
assistance  for  status  Indians  while  the  costs  of  general 
welfare  assistance  are  shared  by  both  levels  of 
government  with  the  federal  government  picking  up 
the  larger  share. 
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The  federal  government's  responsibility  for 
services  to  status  Indians  is  firmly  established  in 
the  constitution  and  by  convention.  Should  Ottawa 
wish  the  Province  to  provide  necessary  services ,  such 
as  education ,  (and  in  many  cases  this  would  make 
sense) ,  the  most  appropriate  arrangement  might  be 
for  the  federal  government  to  purchase  them. 


10 .  Impact  of  the  Regulatory  Framework 

Jurisdictional  complications  all  too  often  lead 
to  a  confused  and  inefficient  regulatory  environment 
which  impedes  beneficial  development.  Similar 
regulatory  impediments  can  occur  even  without 
jurisdictional  splits. 

The  Commission  has  identified  as  part  of  its 
mandate  the  task  of  suggesting  ways  and  means  of 
assessing  and  deciding  on  environmental  aspects  of 
major  enterprises.  This  task  is  of  particular  importance. 

If  the  development  potential  of  the  North  of  50 
area  is  to  be  fully  realized  for  the  benefit  of  both 
the  residents  of  the  remote  north  and  the  Province, 
then  a  special  focus  must  be  placed  on  the  need  to 
create  an  atmosphere  of  investor  confidence  by 
minimizing  administrative  uncertainty.  That  is,  to 
enhance  development,  efforts  are  required  to  clarify 
"the  rules  of  the  game"  for  future  investment  in  the 
north. 


, 


FC/3094 .  1/ .058/1977 

Ontario.  Ministry  of  Treas 
TEIGA  submission  to 
the  royal  commission  gkyz 
c  .  2  tor  mai 


Date  Due 


